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Each year the process begins in Janu-
ary with a budget proposal from the
governor. A governor’s budget estab-
lishes his or her policy agenda.

Over the course of six months, the
budget is amended by the legislature
before being returned to the governor
for final approval. Last month, Gover-
nor Deval Patrick proposed his second
budget, including figures for local aid.

DLS will publish local aid numbers at
each juncture of the state budget
process. Please see our website for
updates.

The State Budget Process
The governor’s budget is submitted by
the executive branch as a bill to the
House of Representatives. If the gov-

ernor has just begun a new term, the
budget is proposed in February. Since
the Massachusetts General Court (the
legislature) has two-year legislative
terms, the governor’s first budget bill is
referred to as House 1 in the first year
of the legislative session and House 2
in its second year. The governor’s bud-
get is usually released the week he or
she gives their State of the State ad-
dress; this year Governor Patrick ad-
dressed the legislature on Thursday,
January 24.

Upon receiving the governor’s budget
at the end of January (or February, if in
a new gubernatorial term), the House
Ways and Means Committee reviews
the governor’s proposed budget and
then develops its own budget bill.

Once debated, amended and voted
on by the full House, the House’s bud-
get bill then passes to the Senate.

The Senate Ways and Means Commit-
tee reviews the bill and develops its
own bill. Like the House, the Senate
then debates and votes on the Senate
budget bill.

Legislative leaders then assign mem-
bers to a joint conference committee to
negotiate the differences between the
House and Senate bills. Once that work
is completed, the conference commit-
tee returns its bill to the House for a
vote. If the House makes any changes
to the bill, it must return the bill to the
conference committee to be renegoti-
ated. Once approved by the House,
the budget again passes to the Sen-
ate, which then votes its approval.

The governor then has ten days to re-
view and approve the budget bill, or
make vetoes or reductions. The gover-
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als. As SomerStat staff attends meet-
ings throughout the city, the analysts
track any ideas or subsequent steps
suggested at department meetings.
The tasks do not get closed until they
have been completed or a decision
has been made that the idea is not a
good one. Each SomerStat meeting
begins with a review of all open tasks
and their status.

Finally, an analyst prepares “briefing
notes,” which are a list of questions that
we would like the department head or
others on the panel to answer during
the meeting.

The PowerPoint slides, task list and
briefing notes get sent out to the meet-
ing attendees by midnight of the day
preceding the SomerStat meeting.

The Benefits of a Stat Program
Through the ongoing persistent follow-
up and study of problems the Somer-
Stat program facilitates improvements
throughout the city. SomerStat makes it
hard for an issue to fall through the
cracks.

SomerStat has helped the City of
Somerville succeed — and even imple-
ment innovation — in a tight fiscal envi-
ronment. The following examples attest
to the value of the SomerStat program
to the city as a whole.

Regular study of the city’s trash volume
and pick-up costs in SomerStat meet-
ings resulted in a review of a waste
transfer station’s contract. As a result
of the review, the city renegotiated the
contract, resulting in savings of $7.7 mil-
lion over a seven-year period.

SomerStat facilitated monthly meetings
that provided oversight and monitoring
of the construction of a $35 million K–8

Somerville has borrowed from innova-
tors in municipal and private sector
management to implement a model of
municipal management that uses real-
time data analysis for most policy and
operational decisions. Somerville’s
SomerStat program has dramatically al-
tered the city’s management practices
for the better in its first three years.

SomerStat 101
The SomerStat office convenes regular
“Stat” meetings with 16 city depart-
ments. At each meeting, the featured
department’s director reviews opera-
tional data from his or her unit with the
SomerStat panel. The panel includes
the mayor, his aides, and the directors
of personnel, law, finance, 311 and IT.
Through these discussions, the Somer-
Stat staff identifies opportunities for im-
provement, selects a plan of action, and
then tracks implementation of plans.
The meetings have become a kind of
ongoing conversation among city lead-
ers on where the city is and should be
headed; each meeting allowing man-
agers improved understanding of how
the city can work better.

SomerStat Meetings
To prepare for each meeting, SomerStat
staff carries out a few steps. First, a
SomerStat analyst prepares a Power-
Point presentation. The analyst does so
by taking extracts of data from adminis-
trative systems, such as the city’s ledger
and payroll system. Summarizing the
data, SomerStat staff looks for indica-
tions of problems or trends. SomerStat
staff then work with department heads
to finalize the presentation.

Second, an analyst reviews the depart-
ment’s task list. SomerStat maintains a
database of open tasks for all city de-
partments and more than 100 individu-

DLS Commentary
There is a lot
to like for cities
and towns in
Governor Deval
Patrick’s pro-
posed budget
for FY2009.

Total spending
on local government is pegged at
$5.569 billion or about 20 percent of
the entire $28 billion budget proposal.

The executive branch’s budget pro-
poses using revenues from the licens-
ing of destination resort casinos to
meet a projected shortfall of $124 mil-
lion in state lottery local aid; provide
$88 million in direct property tax relief
to Massachusetts homeowners, and
supply an equal amount ($88 million)
in additional Chapter 90 funding for
local transportation and infrastructure.

The administration also presents
pieces of the Municipal Partnership
Act as a series of effective tools for
municipalities to cut costs and raise
local revenue.

Despite a very challenging budget
year, Governor Patrick’s team has
placed great emphasis and resources
on assisting cities and towns. We look
forward to the ensuing budget debate
and hope you will add your voice to it.

I also want to note that a recent deci-
sion of the Appellate Tax Board, on a
case involving Verizon, has opened
the door to allowing cities and towns
to tax telephone poles and lines over
public ways. However, this decision
is subject to appeal, and therefore we
encourage the Legislature to move on
last year’s Municipal Partnership sec-
tion that would close telecomm loop-
holes and change the law. Please read
our bulletin on this case on page 4.

Robert G. Nunes
Deputy Commissioner & 

Director of Municipal Affairs

Best Practices
SomerStat: Strengthening Somerville
Stephanie Hirsch, SomerStat Director

continued on page eleven
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Occasionally, a city or town challenges
its reimbursement for state owned land.
Such a controversy was the basis for
the recent Appellate Tax Board (ATB)
decision of City of Quincy v. Commis-
sioner of Revenue, (ATB, Docket #
C282413, November 14, 2007).

In every fourth year, the state commis-
sioner of revenue is responsible for
valuing certain state owned land pur-
suant to M.G.L. Ch. 58 Sec. 13. These
valuations are used to determine an-
nual payments in lieu of taxes to cities
and towns. In accordance with Ch. 352
Sec. 23 of the Acts of 2004, the Legis-
lature amended M.G.L. Ch. 58 Sec. 13
to require the commissioner to include
property in the Blue Hills Reservation
in the reimbursable state owned land
calculations as of January 1, 2005.

In existence since 1893, the Blue Hills
Reservation presently consists of land
in the five communities of Quincy, Mil-
ton, Braintree, Randolph and Canton.
The purpose of the program is to reim-
burse communities for taxes lost due
to state acquisition of certain taxable
property. The commonwealth does not
reimburse a community if the subject
property was exempt at the time of its
acquisition. M.G.L. Ch. 58 Sec. 17. For
this reason, the commissioner of rev-
enue in 2004 required officials in the
five Blue Hills communities to furnish
the following tax records to establish
eligibility for reimbursement: (1) current
valuation cards for the subject parcels,
(2) deeds or Orders of Taking whereby
the commonwealth acquired the land,
(3) commitment book entries for the
year prior to state acquisition to show
the subject parcels had been taxed
and (4) the location of the subject
parcels on the assessors’ maps.

After numerous communications with
the City of Quincy, the commissioner
established Quincy’s value in a July 19,
2005 notice to city officials. The City of
Quincy Board of Assessors, however,
disputed the value and filed a timely
appeal to the ATB on August 9, 2005,
pursuant to M.G.L. Ch. 58 Sec. 14.

Under the state owned land program,
the Bureau of Local Assessment (BLA)
within the Division of Local Services
(DLS) is entrusted with determining
land values in the 293 communities
with reimbursable state owned land.
Since the task is complex, the commis-
sioner of revenue developed a valua-
tion methodology for state owned land
that was published in Guidelines for
Development of a Minimum Reassess-
ment Program (revised January 2005).
The guidelines provided that vacant
land was to be valued, “based on the
requirements of local zoning laws of
the municipality, predominant land use
in the absence of zoning laws or on
commonly accepted based lots in the
community.” In accordance with the
guidelines, land is categorized into
three groups: primary front lots, which
are readily developable; rear or excess
land, which is potentially developable;
and undevelopable or wet land that is
unbuildable, due to its condition or be-
cause of a governmental restriction.

In the case at hand, the Quincy by-laws
zoned most of the land in the Blue Hills
Reservation as “open space.” Since
the Quincy zoning bylaw specifically
prohibited the use of Open Space land
for residential, institutional, educational,
governmental, business or industrial
uses, the commissioner determined the
state owned land in Quincy was unde-
velopable and not eligible for the higher
value primary lot classification.

The Quincy assessors contested the
commissioner’s determination and
urged the ATB to designate much of
the Blue Hills land as primary front lots,
which would increase the valuation
and therefore Quincy’s reimbursement.
In support of their contention, the as-
sessors presented evidence that the
commissioner had treated open space
zoned land in Quincy differently from
open space zoned land in other Blue
Hills Reservation communities. Specifi-
cally, Quincy argued the commis-
sioner’s decision was arbitrary and
capricious since open space land in
Braintree and Canton, also part of the
Blue Hills Reservation, was valued dif-
ferently with the more favorable pri-
mary front-lot designation, due to their
zoning bylaws.

The ATB did not accept Quincy’s argu-
ment. As a matter of law, the ATB rec-
ognized that the state Supreme Judi-
cial Court (SJC) in an earlier decision
had narrowed the ATB’s standard of re-
view in state owned land cases. In
Board of Assessors of Sandwich v.
Commissioner of Revenue, 393 Mass.
580 (1980), the SJC had limited the
role of the ATB to determining whether
the commissioner of revenue’s method-
ology was reasonably designed to
achieve the statutory objectives and
was, in fact, properly implemented. Ac-
cording to the SJC, the statutory goal
of M.G.L. Ch. 58 Sec. 13 is to provide
municipalities with an approximate re-
imbursement of lost taxes. The com-
missioner was required only to approx-
imate value, not determine valuation
precisely, given the scope of the state-
wide valuation program and the com-
missioner’s limited resources. In Sand-
wich, the SJC also ruled that the ATB

DOR Prevails in State Owned Land Appeal
James F. Crowley, Esq.

Legal in Our Opinion

continued on page twelve
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This Bulletin explains the effect of a
March 3, 2008 Appellate Tax Board
(ATB) order in the consolidated Verizon
New England, Inc. cases on the taxation
of poles and wires of incorporated tele-
phone and telegraph, cable television,
Internet, data service and other tele-
communications companies situated on
public ways. The ATB held that Verizon
is subject to local taxation on its poles
and wires over public ways.

History of the Case
The consolidated cases involve the
valuation of the taxable machinery,
poles, wires, underground conduits,
wires and pipes of Verizon New Eng-
land, Inc., formerly New England Tele-
phone and Telegraph Company. Veri-
zon brought overvaluation appeals
against the Department and numerous
cities and towns for FY2005–2008,
challenging the values established by
the Department and certified to the
boards of assessors of those commu-
nities under G.L. c. 59, §§ 39–42 (cen-
tral valuation of telephone companies).
The city of Newton sought its own ap-
peals challenging the Department’s
valuations and the historical exclusion
from tax that Verizon has received for
poles and wires situated on public ways,
for fiscal years 2003–2008. See Asses-
sors of Springfield v. Commissioner of
Corporations and Taxation, 321 Mass.
186 (1947); Warner Amex Cable Com-
munications, Inc. v. Assessors of Ever-
ett, 396 Mass. 239 (1985). Several other
cities and towns also brought appeals
on those grounds for various years be-
tween FY2003–2008. The ATB consoli-
dated the Verizon appeals with those of
the cities and towns and bifurcated the

case. The order released on March 3,
2008 decided three preliminary issues
before the hearing on the valuation por-
tion of the case. The ATB has sched-
uled a pre-trial conference on the re-
maining part of the case for Thursday,
March 27, 2008.

ATB Order
The ATB ruled that Verizon is taxable
on all of its poles and wires erected on
public ways under G.L. c. 59, § 2 and
G.L. c. 59, § 18, First, relying on RCN
BecoCom LLC v. Commissioner or
Revenue, 443 Mass. 198 (2005). The
Department of Revenue will implement
this ruling for FY2009, and does not in-
tend to appeal this ruling in any subse-
quent proceedings. It has, therefore,
requested that all telephone compa-
nies supplement their returns by March
29, 2008 with a list, by community, of
any company poles and wires situated
on public ways so that those assets
may be included in the central valua-
tions of telephone companies to be is-
sued on May 15, 2008.

Assessors are advised that the legal
rationale for the order is also applica-
ble to incorporated cable television
and other telecommunications net-
works with poles and wires on public
ways that are locally valued. Therefore,
assessors may implement the ATB’s
ruling in this Verizon order with respect
to these locally valued corporations for
FY2009. Assessors who plan to do so
should request an updated return from
companies that have already filed a
form of list, or request the additional in-
formation from companies that have
not yet filed.

The ATB also ruled that only those cities
and towns that filed petitions challeng-
ing the Department’s valuations in ear-
lier years may seek to establish that the
value of Verizon’s properties was sub-
stantially higher than the value certified
by the Commissioner for those years.
Finally, it ruled that its decision applies
to all years at issue in the petitions, var-
iously including FY2003 through 2008,
and cannot, as Verizon argued, be ap-
plied prospectively only.

Future Proceedings; Overlay Reserves
Because Verizon may ultimately ap-
peal the ATB’s rulings in this order, until
any appeal process is complete or
foreclosed, the Department will require
as part of the tax rate setting process
that cities and towns place sufficient
amounts in their overlay accounts to
cover any potential abatements or re-
funds that may result in the event the
ATB’s ruling is not upheld. This in-
cludes potential abatements or refunds
to corporations subject to central valu-
ation and if the assessors elect to im-
plement the decision locally, to corpo-
rations valued locally.

Municipal officials should consult with
their counsel to determine the best
way to proceed pending the outcome
of the appeals process.

If you have questions about the legal
aspects of this Bulletin, please contact
the Bureau of Municipal Finance Law
at 617-626-2400. Questions about val-
uation or administration should be di-
rected to John Gillet in the Bureau of
Local Assessment at 617-626-3605. ■

Assessment of Poles and Wires on Public Ways
Bulletin produced by the Division of Local Services

Bulletin 2008-03B
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Cities and towns, as well as regional
school districts (RSD), borrow money
to finance many types of public facilities
and infrastructure by issuing bonds.
Although long-term bond issuance in-
volves significant costs, it is still the pre-
ferred method of financing capital bor-
rowing in excess of $1 million. Bond
financing is attractive because munici-
pal bonds are income exempt from both
federal and state taxes. The tax-exempt
status of the bonds enables them to be
offered at lower interest rates.

Municipalities who choose to borrow
funds by issuing long-term bonds must
apply for a credit rating from an inde-
pendent rating agency. Municipal bond
ratings are evaluations from indepen-
dent ratings agencies, such as Moody’s

Investors Service (Moody’s) or Standard
& Poor’s (S&P), which calculate the
creditworthiness of municipalities.

There are four factors that ratings
agencies use to determine their munic-
ipal bond ratings: economy, debt, fi-
nances, and administration/manage-
ment concepts. These factors are
evaluated individually and for their ef-
fect on other factors regarding the mu-
nicipality’s ability to repay their debt.

“There is no algebraic formula by which
a rating can be predicted,” stresses
Moody’s website. “The most useful tool
for evaluating credit risk is examining
the way the four credit areas interact.”

Moody’s points out that the four gen-
eral factors are not static and will most

likely change as the community
changes, affecting the bond rating. For
example, significant growth in assessed
values could eventually drive ratings up
— simply because the growth results in
a larger tax base with which to support
debt obligations. Conversely, should the
tax base decline, debt burden could be
driven up, resulting in a rating down-
grade as there will be less taxable value
to support government operations and
pay debt service.

The complete municipal debt analysis
incorporates an in-depth look at the
four factors. For example, around the
management factor, Standard & Poor’s
Financial Management Assessment
(FMA) encompasses seven areas
most likely to effect credit quality. They
are: revenue and expenditure assump-
tions; budget amendments and up-
dates; long-term financial planning;
long-term capital planning; investment
management policies; debt manage-
ment policies; and reserve and liquid-
ity policies.

“This analytic assessment allows our
analysts to improve the definition of our
analysis of management practices and
policies,” says Geoff Buswick, Stan-
dard & Poor’s Boston Office Head, “and
expands our methods of communicat-
ing analytic conclusions about policies
and procedures.”

While Moody’s and S&P’s descriptions
of the long-term ratings are similar, there
is often confusion over the various rat-
ings and what they really mean. 

The following information was taken
from Moody’s (www.moodys.com) and
S&P’s (www.standardandpoor.com) re-
spective websites.

Focus on Municipal Finance

continued on page eight

Municipal Bond Ratings
Gerard D. Perry, Director of the Bureau of Accounts and William F. Arrigal, Public Finance Analyst

Figure 1

Signs of Potential Credit Distress
• Trend of operating losses; fund balance drawn down.

• Deficit ending fund balance.

• Increasing reliance on operation transfers.

• Rising mandated or fixed costs as percentage of budget.

• Increasing benefits.

• Pension deferrals.

• Self-insured with no corresponding reserves.

• Significant litigation or settlement.

• Sale of asset for operating revenue.

• Current tax collections less than 95% or declining trend.

• Declining taxable values.

• Loss of major employer.

• Sharply increased debt obligations.

• Debt structure not consistent with useful life of financial asset.

© Moody’s Investors Service, Inc. Reprinted with permission. 
All rights reserved.

mailto:cityandtown@dor.state.ma.us
http//:www.moodys.com
http://www.standardandpoor.com
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Moody’s Long-Term Rating Definitions

Aaa
Issuers or issues rated Aaa demon-
strate the strongest creditworthiness
relative to other US municipal or tax-
exempt issuers or issues.

Aa
Issuers or issues rated Aa demon-
strate very strong creditworthiness rel-
ative to other US municipal or tax-ex-
empt issuers or issues.

A
Issuers or issues rated A present
above-average creditworthiness rela-
tive to other US municipal or tax-ex-
empt issuers or issues.

Baa
Issuers or issues rated Baa represent
average creditworthiness relative to
other US municipal or tax-exempt is-
suers or issues.

Ba
Issuers or issues rated Ba demonstrate
below-average creditworthiness relative
to other US municipal or tax-exempt
issuers or issues.

B
Issuers or issues rated B demonstrate
weak creditworthiness relative to other
US municipal or tax-exempt issuers or
issues.

Caa
Issuers or issues rated Caa demon-
strate very weak creditworthiness rela-
tive to other US municipal or tax-ex-
empt issuers or issues.

Ca
Issuers or issues rated Ca demon-
strate extremely weak creditworthiness
relative to other US municipal or tax-
exempt issuers or issues.

C
Issuers or issues rated C demonstrate
the weakest creditworthiness relative
to other US municipal or tax-exempt is-
suers or issues.

Note: Moody’s appends numerical
modifiers 1, 2, and 3 to each generic
rating category from Aa through Caa.
The modifier 1 indicates that the issuer
or obligation ranks in the higher end of
its generic rating category; the modi-
fier 2 indicates a mid-range ranking;
and the modifier 3 indicates a ranking
in the lower end of that generic rating
category.

Standard & Poor’s Long-Term Issuer
Credit Ratings

AAA
An obligation rated ‘AAA’ has the high-
est rating assigned by Standard &
Poor’s. The obligor’s capacity to meet
its financial commitment on the obliga-
tion is extremely strong.

AA
An obligation rated ‘AA’ differs from the
highest-rated obligations only to a
small degree. The obligor’s capacity to
meet its financial commitment on the
obligation is very strong.

A
An obligation rated ‘A’ is somewhat
more susceptible to the adverse ef-
fects of changes in circumstances and
economic conditions than obligations
in higher-rated categories. However,
the obligor’s capacity to meet its finan-
cial commitment on the obligation is
still strong.

BBB
An obligation rated ‘BBB’ exhibits ade-
quate protection parameters. However,
adverse economic conditions or chang-
ing circumstances are more likely to
lead to a weakened capacity of the
obligor to meet its financial commit-
ment on the obligation.

Municipal Bond Ratings continued from page five

Figure 2

Factors That Drive Rating Changes
Economy
• Significant development in the local tax base driving continued growth in
total property values.

• Increased or decreased diversification of local economic base.

• Loss of key industry or employer with no workout plan.

Finances
• Expected augmentation or loss of financial flexibility.

• Expectation that significant growth or decline of reserves will continue.

Debt
• Significant increase in debt obligations without correlating development to
offset tax base leveraging.

• Utilization of debt structure not appropriately matched to asset’s useful life.

Administration/Management
• Implementation of new strategies expected to augment or detract from
operating flexibility.

• Change in political environment which affects ability to react to unantici-
pated events.

© Moody’s Investors Service, Inc. Reprinted with permission. 
All rights reserved.

continued on page nine
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BB, B, CCC, CC, and C
Obligations rated ‘BB’, ‘B’, ‘CCC’, ‘CC’,
and ‘C’ are regarded as having signifi-
cant speculative characteristics. ‘BB’
indicates the least degree of specula-
tion and ‘C’ the highest. While such
obligations will likely have some quality
and protective characteristics, these
may be outweighed by large uncer-
tainties or major exposures to adverse
conditions.

BB
An obligation rated ‘BB’ is less vulnera-
ble to nonpayment than other specula-
tive issues. However, it faces major on-
going uncertainties or exposure to
adverse business, financial, or eco-
nomic conditions which could lead to
the obligor’s inadequate capacity to
meet its financial commitment on the
obligation.

B
An obligation rated ‘B’ is more vulnera-
ble to nonpayment than obligations
rated ‘BB’, but the obligor currently has
the capacity to meet its financial com-
mitment on the obligation. Adverse busi-

ness, financial, or economic conditions
will likely impair the obligor’s capacity or
willingness to meet its financial commit-
ment on the obligation.

CCC
An obligation rated ‘CCC’ is currently
vulnerable to nonpayment, and is de-
pendent upon favorable business, finan-
cial, and economic conditions for the
obligor to meet its financial commitment
on the obligation. In the event of ad-
verse business, financial, or economic
conditions, the obligor is not likely to
have the capacity to meet its financial
commitment on the obligation.

CC
An obligation rated ‘CC’ is currently
highly vulnerable to nonpayment.

C
A subordinated debt or preferred stock
obligation rated ‘C’ is currently highly
vulnerable to nonpayment. The ‘C’ rat-
ing may be used to cover a situation
where a bankruptcy petition has been
filed or similar action taken, but pay-
ments on this obligation are being con-

tinued. A ‘C’ also will be assigned to a
preferred stock issue in arrears on div-
idends or sinking fund payments, but
that is currently paying.

D
An obligation rated ‘D’ is in payment
default. The ‘D’ rating category is used
when payments on an obligation are
not made on the date due even if the
applicable grace period has not ex-
pired, unless Standard & Poor’s be-
lieves that such payments will be made
during such grace period. The ‘D’ rat-
ing also will be used upon the filing of
a bankruptcy petition or the taking of a
similar action if payments on an obliga-
tion are jeopardized.

Plus (+) or minus (–)
The ratings from ‘AA’ to ‘CCC’ may be
modified by the addition of a plus (+) or
minus (–) sign to show relative standing
within the major rating categories.

Please review Table 1 to understand
your community’s bond rating. If you
have questions with regard to your re-
spective community, you should speak
with your community’s treasurer or fi-
nance director. If you have any further
questions about bond ratings generally
in the commonwealth, please contact
Bill Arrigal of the Bureau of Accounts
Debt Section at 617-626-2399.1 ■

1. The information discussed in this article was
obtained from three major sources:

Barzel, Dari. “Moody’s Perspective on Increased
Pension Costs for California Local Governments.”
Moody’s Investors Service June 2003

Incorvaia, John. “Your General Fund Balance —
One Size Does Not Fit All.” Moody’s Investors
Service February 2002 

Lipnick, Linda Hird and Rattner, Yaffe. “The Deter-
minants of Credit Quality (A Discussion of Moody’s
Methodology for Rating General Obligation, Lease-
Backed and Revenue Bonds).” Moody’s Investors
Service May 2002

“Public Finance Criteria: GO Debt.” Standard &
Poor’s 12 November 2002

For a more in-depth look at how these agencies
determine credit ratings, please refer to these
articles in their entirety by contacting Moody’s at
212-553-1658 and S&P at 212-438-2400 for copies.

Municipal Bond Ratings continued from page eight

Figure 3

What is a Bond Rating?
• A judgment of a borrower’s creditworthiness based on relevant factors.

• Ratings are expressed by a letter grade rating symbol.

• Global markets use Standard & Poor’s ratings as reliable, unbiased, inde-
pendent evaluations differentiating credit quality.

• Ratings are monitored and updated throughout the life of the bond issue.

Why is a Bond Rating Needed?
• Bond ratings can reduce debt service costs.

• Bond insurance savings.

• Interest rate savings.

• Better market access.

• Greater pool of potential buyers.

© Standard & Poor’s. Reprinted with permission. All rights reserved.
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nor may approve or veto the entire bud-
get, or may veto or reduce certain line
items or sections, but may not add any-
thing. The House and Senate may vote
to override the governor’s vetoes with a
two-thirds majority in each chamber.

The final budget is known as the Gen-
eral Appropriations Act or “Chapter [#]
of the Acts of [Year].” The final budget
appears in early to mid July with the
start of the new fiscal year.

Local Aid
Budget documents produced by the
Patrick–Murray administration suggest
that the “major challenges” facing the
administration as it built its second bud-
get included an issue most municipal
governments also face: the cost to keep
services level was more than predicted
tax revenue.

Local Aid is projected to grow by
$310,320,233, or 5.12 percent, over
FY08’s final budget in Governor Pat-
rick’s proposed FY09 budget (this in-
cludes School Building Authority financ-
ing). Local aid is the Patrick–Murray
administration’s second “targeted in-
vestment” listed by budget documents,
education being first and public safety
third. In all the Patrick–Murray adminis-

tration’s second budget proposal in-
cludes a total of $6.369 billion for local
government.

In the “Budget Narrative,” which can
be found online as part of Governor
Patrick’s “Your State Budget” tool avail-
able at www.mass.gov/budget/gover
nor, the administration writes that they
sought a balanced budget through,
“an emphasis on efficiency, perform-
ance and reform.”

The narrative goes on to focus on local
aid, “The budget protects cities and
towns from an anticipated deficit in the
State Lottery Fund in fiscal year 2009,
plugging this deficit with a portion of
the initial licensing fees from three des-
tination resort casinos proposed by the
administration.”

At the time of budget development, ac-
tual lottery proceeds were estimated at
$811 million for FY09, which is $124
million short of the $935 million distrib-
uted to cities and towns by the FY08
budget. (Lottery revenue appears to
be better than believed during budget
planning.) The administration believes
that casino licensing fees can offset
the expected State Lottery Fund deficit
of $124 million, and create additional

direct property tax relief for homeown-
ers, and local transportation and infra-
structure improvements.

“In recent years, a combination of in-
adequate and unpredictable state in-
vestments in our cities and towns and
escalating municipal cost pressures —
particularly for health insurance for
public employees — have driven
steep increases in property taxes and
reductions in core services,” states the
budget’s narrative document.

Outside of the budget, but included in
budget documents as additional local
aid allocations under gaming legisla-
tion, the governor proposes to use an
additional $176 million of one-time
casino license fees, to grant an $88
million in property tax relief and $88
million in additional Chapter 90 funds
for local transportation and infrastruc-
ture projects.

Increases in Chapter 70 and reim-
bursements through the Payment in
Lieu of Taxes (PILOT) program for
state-owned land, which are not reliant
on casino legislation revenues, make
up the most substantial increases in
state contribution to local aid.

Chapter 70 funding reaches $3.949
billion due to a $223.1 million (5.99
percent) increase over FY08’s GAA
(the final budget for FY08) in Governor
Patrick’s FY09 proposal. According to
administration budget documents, this
increase will ensure that all 328 school
districts receive more Chapter 70
funds in FY09 than they did in FY08.
The DOE predicts that under the gov-
ernor’s budget proposal, 303 operating
districts will see an increase in their
foundation budget for FY09.

Reformed in FY07 by the state budget
process, Chapter 70’s funding formula
is in its third year of a five-year phase-in.
Because of this the governor’s budget
proposal does not reflect any changes
to the formula.

Second Budget Proposal for Local Aid continued from page one

Figure 1

FY2009 Local Aid
FY2009 H.2

FY2008 FY2009 increase over Pct.
Program GAA H.2 FY2008 GAA increase

Chapter 70 $3,725,671,328 $3,948,824,061 $223,152,733 6.0
Veterans benefits 15,165,374 20,904,223 5,738,849 37.8
State owned land 28,300,000 30,300,000 2,000,000 7.1
Lottery 935,028,283 810,875,000 (124,153,283) NA
Gaming proceeds — 124,153,283 124,153,283 NA
Additional assistance 379,767,936 379,767,936 — 0.0
School building 
authority 634,700,000 702,000,000 67,300,000 10.6

Other Cherry Sheet 
items 340,440,913 352,569,564 12,128,651 3.6

Total $6,059,073,834 $6,369,394,067 $310,320,233 5.1
Prepared by Brian Gosselin at the Executive Office for Administration and Finance.
For more information visit: www.mass.gov/budget/governor.

continued on page twelve
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school on one of the tightest construc-
tion schedules in recent school project
history in the commonwealth. The
monitoring greatly facilitated an on-
time and significantly under budget
project completion.

The launch of Somerville’s 311 call
center was facilitated by SomerStat
and included a design of what the cen-
ter would do; selection of an issue-
tracking software, and hiring of the
city’s first 311 director.

SomerStat convened a Police Advisory
Group, chaired by Scott Harshbarger,
and attended by the now Boston Po-
lice Commissioner Ed Davis and the
now Boston Police Chief Thomas Rob-
bins. SomerStat tracked implementa-
tion of the Police Advisory Group’s rec-
ommendations. The three-year reform
process resulted in an ambitious reor-
ganization of the department that al-
lows for geographic command and in-
creased civilianization of positions.

SomerStat’s Start
Mayor Joseph A. Curtatone ran for
mayor in 2004 on a platform of man-
agement reform, including a promise
to implement SomerStat. His hope was
to provide the best service possible,
given the city’s severely constrained
fiscal context.

Cuts in state aid had hit the city hard
because Somerville relies so heavily
on state financial support. State aid
represented 42.5 percent of the city’s
revenue base in FY00, but only 34.1
percent by FY06. At the same time,
while revenue growth has fallen, fixed
costs and employee benefits have con-
tinued to rise.

To prosper in this fiscal environment,
the mayor believed, Somerville needed
the best possible management. This,
he thought, required having more ac-
curate and timely data to make deci-
sions and the ability, through forums
and analysis of the data, to use it to
make better decisions.

Immediately after his inauguration, the
mayor brought key staff to Baltimore to
learn how then Mayor Martin O’Malley
had so successfully built and used the
CitiStat program in Baltimore. After this
visit, the Rappaport Institute for Greater
Boston placed a public policy fellow re-
cipient in Somerville for the summer of
2004. The fellow helped the mayor’s of-
fice write job descriptions and develop
a budget for a CitiStat program for
Somerville. The SomerStat director was
hired in the fall and immediately after,
SomerStat meetings began.

SomerStat Staff and Budget
Mayor Curtatone launched SomerStat in
September of 2004 by hiring a director
and a senior analyst. As SomerStat has
taken on more functions and depart-
ments, more staff have been added.
Today’s staffing includes two senior an-
alysts, a junior analyst, a grant-funded
position and the director. The depart-
ment’s budget was $149,751 in FY06
and $208,638 in FY08.

The Keys to a Successful Stat Program
Launch
Based on Somerville’s trials and errors,
SomerStat staff has identified the fol-
lowing as factors key to the successful
implementation of a Stat program.

1. Commitment of Executive Office:
SomerStat is part of the mayor’s office.
Each morning, SomerStat staff brief the
mayor on any issues that require a de-
cision or follow up. The SomerStat Staff
is recognized as acting with the mayor’s
authority. Without this authority and sup-
port, it would be hard to convince man-
agers to take the meetings and task
tracking seriously.

2. Consistency of Message and Meet-
ings: In the first months of our launch,
SomerStat and the mayor’s office im-
mediately established a set of expec-
tations about meetings (e.g. start/stop
time, hand-outs, agenda, participants’
roles and follow-up). We have been “re-
lentless” about upholding those expec-

tations. This structure gives the pro-
gram credibility.

3. Incremental Progress and the Use of
Existing Data: The Stat model does not
require any special software. To do our
data analysis and extraction, we use
MS Office Suite products (Access,
Excel). The simplicity of the tools makes
a Stat program easy to launch quickly.

4. Partnerships with Academia: Somer-
Stat attributes many of its successes to
academic partners, such as the Rap-
paport Institute, which helped us re-
view best practices and provided fel-
lows to carry out major city projects.

5. Dedicated SomerStat Staff with Spe-
cific Expertise: SomerStat staff includes
people with significant data handling
experience. We believe it is difficult to
launch a Stat program without at least
one data-savvy person working full-
time on running the program.

6. Leadership of Core Management
Departments: The SomerStat process
works best with involvement of core
management departments (e.g. per-
sonnel, legal, finance).

Visit SomerStat
SomerStat has had many visitors from
other municipalities and welcomes any-
one to sit in on our SomerStat meetings.
SomerStat would also be happy to
share any of our databases or other
materials. It is our hope that, if other
municipalities launch Stat programs, it
will be easier to share data across com-
munities and better learn from each
other. As other municipalities regularly
study data, we could potentially begin
to create benchmarks across cities, so
as to identify needed improvements
and better understand the problems
common to municipalities in the region
and like regions.

For more information, contact:
Stephanie Hirsch, SomerStat Director,
617-625-6600 (ext. 2103), shirsch@ci.
somerville.ma.us.

SomerStat: Strengthening Somerville continued from page two

continued on page twelve
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must determine whether the commis-
sioner’s methodology could be applied
to every other city and town with state
owned land in such a manner as to pro-
duce values which reasonably approx-
imated fair cash value.

Weighing the evidence presented by
both sides, the ATB concluded that
local zoning was not uniform among
the Blue Hills Reservation communities
because the other communities, unlike
Quincy, permitted at least limited de-
velopment on their open space zoned
land. Quincy, however, in its bylaw, ex-
pressly precluded any development

on land zoned “open space.” Accord-
ing to the ATB, this distinction was crit-
ical since the purpose of the state
owned land program was to approxi-
mate value with a mass appraisal ap-
proach, which looked exclusively to
local zoning regulations. The ATB held
that the commissioner’s valuation
methodology based on local zoning
complied with M.G.L. Ch. 58 Sec. 13
and, in the case at hand, was properly
implemented.

Consequently, the ATB rendered its
decision in favor of the commissioner
of revenue. ■

Other Resources
Here are some agencies that have
helped us launch and grow SomerStat:

• Baltimore’s CitiStat hosts many visi-
tors from municipalities who are inter-
ested in CitiStat and 311.

• The Rappaport Institute has pub-
lished articles and runs workshops re-
lating to Stat programs.

• Harvard Professor Bob Behn re-
searches what makes Stat programs suc-
cessful. Professor Behn runs seminars
and produces reports for practitioners.

• The Worcester Regional Research
Bureau carries out extensive work col-
lecting and analyzing resident feed-
back data to use for municipal decision
making. Also, the WRRB is implement-
ing a data-sharing benchmarking pro-
ject for municipalities.

• National Center for Civic Innovation
helps municipalities develop perform-
ance-based budgets.

• The GASB has a site with extensive in-
formation on performance reporting. ■

SOL Appeal continued from page three

SomerStat: Strengthening Somerville continued from page eleven

Correction
January’s focus article, “The Cost of School-Based Medicaid in Massachu-
setts,” had both incorrectly labeled corresponding data and misleading refer-
ences to the data in the body of the article.

The data on pages five and six was incorrectly labeled “Total School-Based
Medicaid,” when it was actually historical data on what schools had claimed
for Administrative Activity Claiming reimbursements only. The data did not in-
clude the other type of Municipal Medicaid reimbursement known as Direct
Services Claiming and was therefore not a “total.”

Under Medicaid’s new rules, as of July 1, 2008, Local Educational Authorities
will no longer be reimbursed for the majority of costs associated with the Ad-
ministrative Activity Claiming component of Municipal Medicaid (see full article
for details). However, no changes have been made to Municipal Medicaid’s
Direct Services Claiming reimbursements.

The January edition of City and Town has been corrected and reposted on-
line. If you have any further questions regarding this focus please contact
City and Town via e-mail at cityandtown@dor.state.ma.us. ■

The state’s tax revenue is expected to
have a base growth of 3.8 percent. The
6 percent increase to Chapter 70 aid is
the largest increase in state spending
outside of Medicaid.

Payment in Lieu of Taxes (PILOT) reim-
bursements to municipalities for state-
owned land would increase by $2 mil-
lion, or 7.1 percent, in this proposed
budget. (PILOT program reimburses
292 communities.)

Additional Assistance remains flat at
$379 million.

Due to an anticipated additional 755
needs-based veteran cases in FY09,
from 574 in FY08, reimbursement to
municipalities for veteran’s benefits will
increase by $5.7 million to a total of
$20.9 million.

The School Building Authority would
see a 10.55 percent increase ($673
million), bringing the total SBA appro-
priation to $702 million, under Gover-
nor Patrick’s proposed budget.

In budget documents, Governor Pat-
rick’s team continues to push their Feb-
ruary, 2007 Municipal Partnership Act
(MPA) legislation as part of their local
aid package. Pieces of the legislation
have not been taken up by the legisla-
ture. The governor suggests that MPA
contains three revenue sources which
could raise a total of $223 million, which
would go back to municipalities: tele-
communications pole and wire exemp-
tions holds $78 million (a recent deci-
sion by the Appellate Tax Board may
result in changes); a local option 1 per-
cent meals tax could raise up to $125
million; and an increased local option
hotel/motel tax hike from 4 percent to 5
percent bringing in an estimated $20
million, according to the administra-
tion’s budget documents. ■

Budget Proposal continued from page ten
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Municipal Calendar
March 1
Personal Property Owner: Submit
Form of List

Non-Profit Organization: Final Filing
Date for 3-ABC Forms

March 31
State Treasurer: Notification of Quar-
terly Local Aid Payment on or Before
March 31

April 1
Collector: Mail 2nd Half Semi-Annual
Tax Bills

Taxpayer: Deadline for Payment of
Semi-Annual Bill Without Interest

May 1
Taxpayer: Deadline for Payment of
Semi-Annual and 4th Quarterly Tax Bill
Without Interest

Treasurer: Deadline for Payment of
2nd Half of County Tax

Accountant/Treasurer: Notification
of Amount of Debt Due in Next Fiscal
Year

May 15
Treasurer: 3rd Quarterly Reconcilia-
tion of Cash

DOR/BLA: Commissioner Determines
and Certifies Telephone and Telegraph
Company Valuations

June1
Clerk: Certification of Appropriations

Assessors: Determine Valuation of
Other Municipal or District Land

DOR/BLA: Notification of Proposed
EQVs (even numbered years only)

June 10
DOR/BLA: Public Hearing on Proposed
EQVs (even numbered years only)

June 15
DOR Commissioner: Determines
and Certifies Pipeline Valuations

June 15
Assessors: Deadline for Appealing
Commissioner’s Telephone & Telegraph
Valuations

Assessors: Make Annual Preliminary
Tax Commitment

June 20
Assessors: Final Date to Make Omitted
or Revised Assessments

June 30
State Treasurer: Notification of Quar-
terly Local Aid Payments Before
June 30

Assessors: Physical Inventory of all
Parcels for Communities that Accepted
M.G.L. Ch. 59, Sec. 2A(a)

Assessors: Submit Annual Report
ofOmitted or Revised Assessments

Assessors: Last Day to Submit Re-
quests for Current Fiscal Year Reim-
bursements of Exemptions Granted
Under the Various Clauses of Ch. 59,
Sec. 5 ■

DLS Notices

DLS Gateway Update
Dave Davies, Director of Information Technology

Following successful pilot testing, assessors in
all 351 cities and towns received notice that
DLS had updated permissions for their Gateway
accounts. This enables assessors to submit LA3

Real Estate sales information online for both the 2008 Equalized Assessed Val-
uation (EQV) process and for FY2009 revaluation certifications. Assessors also
received instructions detailing “10 Easy Steps” to submit these sales in bulk
online. The updated permissions also allow local assessors to enter, analyze,
submit, and track all forms associated with the upcoming FY09 Tax Rate setting
process. DLS expects that experience submitting LA3 data will familiarize and
therefore prepare assessors for online Tax Rate submissions through Gateway
later in the year. ■
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For Jim Paquette, “life is a series of word problems.” Paquette
explains that the key is having, “the logic to work your way
through problems.”

Born and raised in Worcester proper, Paquette moved with
his parents and five siblings to Shrewsbury at 14, where he
attended Shrewsbury High School. He went on to major in
mathematics at Worcester State College.

His background led him to a management training program
track at People’s Savings bank, where he became a real-
estate appraiser.

After a decade in appraisal, just as the economy burst, he
went to work as a wine buyer.

Although he enjoyed learning the complexity of wines, he
returned to his mathematical training by taking a job with the
Worcester Assessor’s office. He found he enjoyed revalua-
tion work on residential and personal property, specifically
modeling the residential property values.

“I liked getting back to more complex math. It’s one of
the things I find exciting about working here [at DLS],” said
Paquette.

After working in Worcester, Paquette worked in the Woburn
Assessor’s office for 11 years until joining the Division of Local
Services’ Bureau of Local Assessment in August of 2006.

Having worked on appraisals and assessments in both
Worcester and Woburn for almost two decades, Jim was
well-prepared for the work BLA does. Paquette enjoys both
the work he does for DLS’s Bureau of Local Assessment
and his new colleagues. He made the move from municipal
to state work when he found himself ready for change and
in need of a new type of challenge. He enjoyed the type of
work he was doing but wanted a new setting and a new
perspective from which to do the work. The opportunity to
take a state-level perspective excited Paquette. Paquette
realized a secondary plus to joining DLS was the opportu-
nity to work in Boston. A life-long resident of the common-
wealth, he knew almost nothing about its “hub.”

“I was excited to learn where Storrow Drive would take me;
I wanted to get to know Boston.”

He has been encouraged by the process and cooperation
among the BLA staff. “I like our process for performing
mathematical operations; I like creating these, we’re doing
one for land schedules right now.” 

When not working with the BLA team at DLS, Jim can be
found cooking for his wife and daughter or planning travel

excursions. Paquette’s wife,
Cindy, a manager at Millipore,
often travels for work. Now that
their daughter, Addie, is 10
they’ve begun taking her along
— something the whole family
is enjoying immensely. When in
France last year, Paquette says,
Addie was entranced by Notre
Dame Cathedral and enamored
with real French food. Assuming Addie’s fast ball doesn’t
“cripple” her father, the family hopes to spend Christmas
2008 in London together.

Bureau Chief Marilyn Browne, is very pleased to have Jim
Paquette in the Bureau. He has been a great addition with his
expertise in the areas of personal property and commercial
and industrial property valuation. Additionally, Paquette is a
whiz in developing macros to help staff and local assessors.
Jim saw several needs and promptly went about solving
them. For instance, he developed a macro that automatically
manipulates property sales data and then does statistical
analyses. That frees our appraisal staff from as much as a
days worth of tedious work in a large community and lets
them spend their time productively analyzing the results.

He developed another macro that makes it easy for asses-
sors to submit real estate sales data to the Bureau. This
macro cleans up a myriad of formatting issues that make it
difficult for assessors to submit their sales data for certifica-
tion and equalized valuation studies. The most recent cre-
ation is a macro that will be made available to local assessors
to test their land schedule development. It will, with the push
of a button, let them know if they have problems in any of
their neighborhood and exactly where the issues are.

“Having another proactive problem solver in the Bureau is a
pleasure,” says Browne. ■

City &Town
City &Town is published by the Massachusetts Department of Revenue’s Division of
Local Services (DLS) and is designed to address matters of interest to local officials.

S.J. Port, Editor

Marilyn Browne, Editor Emeritus

Editorial Board:
Robert Nunes, Robert Bliss, Zachary Blake and Amy Januskiewicz

To obtain information or publications, contact the Division of Local Services via:
• website: www.mass.gov/dls
• e-mail: cityandtown@dor.state.ma.us
• telephone: 617-626-2300
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Jim Paquette
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